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. The Honorable Lewis Towers
Mayor, Village of Sauk Village
- 21801 Torrence Avenue
Sauk Vlllagc [lhnms 60411

"Re: Village of Sauk V111age/L1 74623
Pro_)cct Plan Review Letter

._ Dear Mayor Towers

- This letter is to, irform you that the Agency has conducted a review of the PrOJcct Plan for the
" Sauk Village project, L17-4623, with the current planning information consisting of the “Water
Quality Improvement Plan”, submitted May 15, 2012, and the “Supplemental Information”,
submitted June 11, 2012 by your consultmg engineer, Robinson Engineering Co., LTD. This
information was submitted for Agency review as part of the application requirements for the
Public Water Supply Loan Program (PWSLP), and we want to be clear in stating that we have
- serious concerns régarding both the time line associated with the project, and the affordability of
the project. as -currently configured. Please submit a written response to the following
" information items at your earliest possible convenience. This mformatlon will be centra] to the
- . completion of our review of the Project Plan. : :

1. The Project Plan states that Sauk Village has chosen the alternative of Lake Michigan
water from Chicago Heights via a water main connection along Sauk Trail. Due to the
requirements associated with a Lake Michigan water source (water loss limits, storage,

- etc.), this alternative includes significant costs for water main replacement and a new
water reservoir. The total estimated cost for this alternative, $19,700,000, would clearly
have a significant financial impact on the community, requiring an average monthly-
-residential water bill of at least $108.78 for system operanon ‘and Joan repayment. Based

" on Agency guidelines, any project which will require annual water bills approaching .
'2.0% of the median household income (MHI) in a particular community is judged to be at
high risk for loan repayment, calling into question the affordability of the project. In this
case, the proposed annual waier bill ($108.78 x 12 = $1,305.36), divided by the 2009
- MHI for the Village ($49,060), is 2.66% of that MHTI; significantly higher than the 2.0%
affordabﬂuy limit. Based on thi$ analysis, the proposed prOJect does not appear to be a

cost-effective alternative. For additional consideration to be given to this alternative, the
Agcncy will require the enactment of rate ordinances and the institution- of water rate
increases sufficient to generate revenues required to repay a loan of $19,700,000 or more,
‘Please discuss the ability, and w1llmgness ‘of Sauk Vxllagc re51dents to assume the
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. necessary water rates, and provide a timetable for the initiation of a new rate structure.
"~ (Note: While the “Supplemental Information” decreased estimated project costs from

o $19,700,000 to $19,100,000, the proposed planning cost estlmates are based on 2011

prices and the majority of the pl‘OJCCt would be schediled for construction in 2015.
- .Based on program experience, cost increases will likely push final costs for this
' altematlve to well over $20 rm_lhon) -

2. One of the alternatlves evaluated by the PrOJect Plan the mstallatlon of vmyl chlonde
removal facilities at the existing water treatment plants, would provide the means to treat

** all source water at an ‘estimated cost of $4,600,000. - Clearly, this alternative would

provide an adequate supply of source water, while assuring compliance with all standards
at a much- more affordable cost - The Agency agrees that distribution system
improvements are needed; however the costs for water main replacement could be phased
to occur'over a number of years, resulting in a more affordable approach for the
community. Replacements are normally scheduled as proven necessary by the results of
leak detection surveys and a thorough analysis of the distribution system. Thrs one-time
replacement project for $8,900,000 has apparently been designed primarily to meet the
" requirements for obtaining Lake Michigan water. Please provide additional discussion on
. the alternative of installing vinyl chloride removal facilities at the existing water |
treatment plants. An analysis of the financial impacts of this alternative should be
included; along with-a discussion of the most critical distribution system needs.-
Estimates of the resulting average monthly residential user charge should be prov1ded for
companson purposes. . : '

o . The Pro;ect Plan proposed the followmg mﬁ'asmlcmre repaJrs for water loss elrmmatlon

22,200 lmear feet (L.F.) of 8-1nch drameter water main
2,300 L.F. of 10-inch diameter water main '
1,700 L.F. of 12-inch diameter water mam

£2,943 water meter replacements

The June 11, 2012 “Supplemental Information” deleted the water meter work, but did not
delete the costs from the overall project. The “Supplemental Information™ also discussed
a village wide leak detection survey to attempt to locate other sources of water loss. The
~ Agency concurs with this approach, but will require additional detail and information -
‘before approving a scope of work of this magmtude namely 26 200 L.F. of water main
replacement. Please provide: .

. e Additional detarls on how the water mains were selected for replacement (more than - .

- one water main break that occurred in the past 11 years)
.. lnformahon ‘6n the age, matenal and condition of the water mains. _

‘¢ Details on the cxrstmg dJameter size versus the proposed dlameter size for water-
mains to be replaced, along with justification for any proposed upsizing.

" .e  An estimate of t_he amount of water loss prevention to result from the proposed work.
. . N . 2 . ] A .



4. The Project Plan discussed an emergency Lake Michigan water interconnection with
South Chicago Heights. The proposal was for 1,200 L.F. of 12-inch diameter water main

~ at a cost of $400,000. The “Supplemental Information” changed the proposal to an
_emergency interconnect with Chicago Heights. This project is 2,000 L.F. of 16-inch--

diameter water main at an estimated cost of $560 000. The Agency endorses your plans.

for_an emergency interconnection, and urges you to complete this portion of: the project

~ as soon as possible, and regardless of the outcome of the other significant issues involved

. with this Project Plan. If the Village has local funding available, that funding would offer

" the"quickest route to getting the ¢ emergency interconnection constructed. If the Village is
seeking Loan Program funding, the emergency interconnection scope of work should be

“broken out as a separate project. This scope of work could proceed independently on an

expedited schedule. Please provide details on how the Village wishes to proceed w1th the

emergency mterconnectlon ‘project. _

5. The Project Plan states on Page 2 that “the IDNR will only approve a Lake Mlchrgan
- water allocation if the cost of delivering Lake Michigan water is less than the cost of
treatment of the locally sourced water”, - Based on the Agency’s review of the Project
Plan, satisfaction of that requirement by the chosen alternative is called into question. As
previously discussed, the alternative involving the installation of vinyl chloride removal
facilities at the existing water treatment plants appears to be the cost-effective alternative.
Page 21 of the Project Plan states that this alternative would achieve a safe and sufficient
water supply with the current water quality. Our review indicates that this alternative
offers the ability to achieve compliance in far less time, an extremely important.
consideration under the circumstances faced by the community, and at roughly one-fourth
the cost of the recommended alternative (Lake Michigan water). The treatment
_alternative, at a cost of approximately $5 million, is within the Loan Program’s
affordability guidelines and would -be significantly less burdensome to Sauk Village
residents. Under the treatment alternative, additional distribution system improvements
(including looping the system across [-394) could be accomplished in the future as.
funding allows. - Please re-evaluate the alternatives, providing realistic discussion
regarding the affordability issue and the financial impact of the various alternatives on
the residents who will ultimately be responsible for paying the necessary water rates.

If y-otl have erry questions, pleese contact me at 217/782-20-27.

'Sincerely, | | | |
Rogoi Votlboncltt

Roger Vollhracht, Project Manager

Infrastructure Financial Assistance Section:
Bureau of Water '

cc: Clerk, Village of Sauk Village
' Cons. Engr Robmson Engineering Co., Ltd.
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